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Approved  Code  No.  141 
CODE  OF  FAIR  COMPETITION 

FOR  THE 

INVESTMENT  BANKERS 
As  Approved  on  November  27,  1933 

BY 

PRESIDENT  ROOSEVELT 


Executive   Order 

An  application  having  been  duly  made,  pursuant  to  and  in  full 
compliance  with  the  provisions  of  title  I  of  the  National  Industrial 
Recovery  Act,  approved  June  16,  1933,  for  my  approval  of  a  Code 
of  Fair  Competition  for  Investment  Bankers,  and  hearings  having 
been  held  thereon  and  the  Administrator  having  rendered  his  report 
containing  an  analysis  of  the  said  code  of  fair  competition,  together 
with  his  recommendations  and  findings  with  respect  thereto,  and  the 
Administrator  having  found  that  the  said  code  of  fair  competition 
complies  in  all  respects  w^ith  the  pertinent  provisions  of  title  I  of 
the  said  act  and  that  the  requirements  of  clauses  (1)  and  (2)  of 
subsection  (a)  of  section  3  of  the  said  Act  have  been  met: 

NOW,  THEREFORE,  I,  Franklin  D.  Roosevelt,  President  of  the 
United  States,  pursuant  to  the  authority  vested  in  me  by  title  I  of 
the  National  Industrial  Recovery  Act,  approved  June  16,  1933,  and 
otherwise,  do  adopt  and  approve  the  report,  recommendations,  and 
findings  of  the  Administrator  and  do  order  that  the  said  code  of 
fair  competition  be  and  is  hereby  approved. 

FRANKLIN  D.  ROOSEVELT. 

Approval  recommended : 
Hugh  S.  Johxsox, 

A  dininistrator. 

The  White  House, 

Novemher  27,  1933. 

23790° 244-109 33  (509) 


Novinir.ER  20,  1933. 
The  President, 

The  White  House. 

Sir:  I  have  the  honor  to  transmit  herewith  the  report  of  the 
Hearin<>:  on  the  Code  of  Fair  Competition  for  Investment  ]5ank- 
ers  conducted  in  accordance  with  the  requirements  of  the  National 
Recovery  Administration,  in  the  Auditorium,  United  States  Chamber 
of  Comnierce  Buiklinp:,  on  November  G,  1933.  The  sponsor  of  this 
Code  is  the  Investment  Bankers  Association  of  America.  Althouf^h 
its  present  membership  consists  of  only  392  out  of  some  C37G  security 
dealers,  these  members  comprise  the  leading  investment  houses  of  the 
United  States  and  Canada.  For  the  year  1932  the  business  of  mem- 
bers of  the  Association  ai)proximated  90  percent  of  the  total  volume 
according  to  reliable  records. 

It  is  important  to  note  that  the  underwritino-  business  of  invest- 
ment banking  has  declined  to  a  negligible  amount  at  this  time.  This 
may  be  attributable  to  various  causes  and  particularly  to  the  excess 
flotation  of  new  securities  during  the  years  culminating  Avith  1929. 
In  tliat  period  underwriting  houses  keenly  competed  in  combing  tlie 
field  for  new  issues  and  abnormally  large  sales  organizations  were 
created  bv  the  dealers  to  disjiosn?  of  the  securities.  Trade  practices 
developed  which  resulted  in  the  enactment  of  the  Securities  Act  of 
1933.  The  investment  bankers  definitely  realize  the  need  for  fair 
practice  provisions  to  govern  their  business  and  at  their  recent  annual 
convention  decided  that  adequate  provisions  be  made  a  part  of  the 
Code.  They  have  voluntarily  agreed  to  submit  Fair  Practice  pro- 
visions in  a  supplementary  code  within  ninety  days  of  your  approval 
of  this  Code. 

To  this  end  a  National  Committee,  composed  of  twenty-two  out- 
standing investment  bankers  under  whom  are  seventeen  regional 
Group  Chairmen,  is  working  in  conjunction  with  the  officers  and  the 
Board  of  Governors  of  the  Investment  Bankers  Association  of 
America.  In  addition  invitations  have  been  issued  to  a  number  of 
State  Security  Commissioners  and  others  to  collaborate  with  the 
National  Conunittee,  Trade  Practices  which  will  be  filed  will  assure 
the  operation  of  the  Code  and  will  place  the  investment  banking 
business  on  a  far  sounder  and  fairer  basis  than  it  has  been  in  the 
past. 

If  in  your  judgment  the  Fair  Trade  Practice  Provisions  when  sub- 
mitted either  eliminate  entirely  or  correct  the  abuses  tluit  affect  the 
public  interest,  the  flow  of  investment  capital  into  business  and 
industry,  which  is  an  essential  element  in  the  recovery  program,  will 
have  been  expedited. 
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Supplementary  data  submitted  by  the  Association  in  regard  to 
employment  and  wages  revealed  a  startling  contrast  to  the  prevail- 
ing inactivity  in  the  investment  field.  A  wide  and  thorough  canvas 
of  members  as  of  November  1,  1933,  who  were  in  business  on  Novem- 
ber 1,  1929,  showed  that  there  were  15,070  employees  in  these  houses 
on  November  1  this  year  as  compared  to  24,406  employees  on  the 
corresponding  date  in  1929,  or  a  reduction  in  numbers  of  38%. 

The  canvas  further  showed  a  wade  divergence  for  a  number  of 
groups  in  the  average  reduction  in  wages  of  employees  receiving, 
$150.00  per  month  or  less  on  November  1,  1929,  compared  with  the 
amounts  they  received  on  November  1,  1933.  One  group  reported 
average  increases  of  from  i/2%  to  45%,  while  the  lowest  group  re- 
ported decreases  over  30%.  On  the  basis  of  the  complete  survey  it 
seems  reasonably  clear  that  the  average  net  reduction  in  wages  of 
all  employees  receiving  $150.00  per  month  or  less  on  November  1, 
1929,  will  not  exceed  15%. 

The  Labor  provisions  of  this  Code  coincide  with  those  of  the 
Code  for  Stock  Exchange  Firms  because  of  the  inseparable  rela- 
tionship of  the  two  businesses.  Here  again  the  provision  for  over- 
time payment  is,  in  fact,  of  minor  importance  compared  to  the 
known  generosity  of  employers  to  employees  during  prosperous 
periods. 

The  only  available  record  as  to  the  volume  of  the  investment 
banking  business  is  in  the  compilation  of  capital  issues  publicly 
offered.  Using  figures  taken  from  the  table  submitted,  the  1929  vol- 
ume of  such  financing  exceeded  $11,500,000,000  as  against  a  possible 
$1,000,000,000  for  1933.  The  severity  of  this  shrinkage  in  business 
may  be  better  understood  w^hen  it  is  realized  that  the  estimated 
$1,000,000,000  of  publicly  offered  issues  is  only  25%  of  the  volume 
done  in  1920,  the  low  point  of  the  previous  depression,  and  only 
about  10%  of  the  average  volume  of  the  years  1927,  1928  and  1929. 
In  no  year  since  1919,  except  1932  and  1933  has  the  volume  been 
less  than  $4,000,000,000,  hence  it  is  reasonable  to  assume  that  the 
normal  annual  capital  requirement  of  the  country  is  somewhat  in 
excess  of  that  figure. 

From  a  summary  of  the  foregoing,  it  will  be  seen  that  althougb 
the  volume  of  recorded  business  decreased  over  90%  in  the  past  four 
years,  the  number  of  employees  decreased  but  38%,  and  the  wages 
of  employees  mentioned  decreased  on  an  average  only  15%.  Prob- 
ably no  other  business  in  the  country  finds  itself  in  a  comparable 
position.  The  members  do  not  hesitate  to  say  that  the  average 
investment  banker  is  today  maintaining  an  organization  far  in 
excess  of  his  present  needs,  due  partly  to  the  need  for  technically 
trained  employees,  even  though  their  retention  has  not  been  justified 
during  the  past  two  years. 

No  objectors  from  the  business  or  from  the  public  appeared  at 
the  Hearing,  nor  have  any  objections  since  been  filed. 

The  Code  has  been  accepted  by  the  Investment  Bankers  Associa- 
tion of  America  and  has  received  the  approval  of  the  several  Ad- 
visory Boards  of  the  National  Recovery  Administration  with  the 
exception  of  a  qualification  by  the  Consumers'  Advisory  Board, 
included  in  this  report. 
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I  find  that  tlio  Code  complies  with  the  i)ertinent  provisions  of 
t'lausos  (1)  and  (2),  subsection  (a)  of  Section  J3  of  the  National 
Industrial  Recovery  Act.  I  reconnnend,  therefore,  that  you  approve 
the  Code  of  Fair  Competition  for  Investment  Bankers  as  submitted 
herewith. 

Respectfully, 

Hugh  S.  Johnson, 

A  dministrator. 


CODE  OF  FAIR  COMPETITION 

FOR  THE 

INVESTMENT  BANKERS 

Peeamble 

To  effectuate  the  policy  of  Title  I  of  the  National  Industrial  Re- 
covery Act,  the  following  provisions  are  established  as  a  Code  of 
Fair  Competition  for  Investment  Bankers. 

Article  I — Definitions 

(1)  The  term  "  investment  banking  business  "  as  used  herein  shall 
mean  the  business  of  underwriting  or  distributing  issues  of  bonds, 
stocks,  or  other  securities,  or  of  purchasing  such  securities  and  offer- 
ing the  same  for  sale  as  a  dealer  therein,  or  of  purchasing  and  selling 
such  securities  upon  the  order  and  for  the  account  of  others;  pro- 
vided, however,  that  the  term  "  investment  banking  business  "  shall 
not  include  transactions  on  regularly  organized  exchanges,  but  such 
term  shall  include  all  business  relating  to  such  transactions  to  the 
extent  that  such  business  is  not  conducted  by  a  member  of  such 
exchange  or  by  any  person  or  organization  having  the  privilege  of 
any  such  exchange  for  itself  or  any  of  its  partners  or  executive 
officers. 

(2)  The  term  "employer"  as  used  herein  shall  include  every 
natural  person,  co-partnership,  corporation,  association,  or  other 
entity  that  is  engaged  in  doing  any  investment  banking  business. 
If  the  major  part  of  the  business  of  any  employer  consists  of  any 
business  other  than  investment  banking  business  which  other  busi- 
ness is  governed  by  any  other  code  or  codes,  such  employer  shall  not 
be  bound  as  to  his  investment  banking  business  by  the  wage  and 
hour  i^rovisions  of  this  Code,  but  shall  be  governed  as  to  his  invest- 
ment banking  business  by  the  wage  and  hour  provisions  of  such 
other  code  or  codes;  but  all  other  provisions  of  this  Code  shall  apply 
to  such  employer  as  to  his  investment  banking  business. 

(3)  The  term  "employee"  as  used  herein  shall  mean  anyone 
employed  by  any  employer,  regardless  of  the  nature  or  method  of 
payment  of  his  compensation. 

(4)  The  term  "Administrator  "  as  used  herein  shall  mean  the 
Administrator  appointed  by  the  President  of  the  United  States  under 
the  National  Industrial  Recovery  Act. 

(6)  Population  for  the  purposes  of  this  Code  shall  be  determined 
by  reference  to  the  1930  Federal  Census. 

Article  II — Labor  Provisions 

(1)  (a)  Employees  shall  have  the  right  to  organize  and  bargain 
collectively  through  representatives  of  their  own  choosing,  and  shall 
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be  free  from  the  interference,  restraint,  or  coercion  of  employers  of 
Libor.  or  their  auents,  in  the  designation  of  such  representatives  or 
in  self-oriranization  or  in  other  concerted  activities  for  the  i)urpose 
of  collective  bar<iaining  or  other  nnitnal  a'd  or  jirotection. 

(6)  No  employee  and  no  one  seekin*;  employment  shall  be  required 
as  a  condition  of  employment  to  join  any  company  union  or  to  re- 
frain from  joining,  organizing,  or  assisting  a  labor  organization  of 
his  own  choosing. 

(<")  Employers  shall  comply  with  the  maximum  hours  of  labor, 
minimum  rates  of  pay,  and  other  conditions  of  employment,  ap- 
proved, or  prescribed  by  the  President  of  the  United  States. 

(2)  No  person  under  sixteen  years  of  age  shall  be  employed  by 
any  employer;  provided,  however,  where  a  state  law  requires  higher 
minimum  age,  no  person  below  the  age  so  specified  shall  be  employed 
within  that  state. 

(3)  (a)  No  employer  shall  employ  any  person  for  more  than  40 
hours  in  any  one  Aveek,  provided,  however,  that  in  order  to  meet 
contingencies  wdiich  cannot  be  anticipated  and  over  which  the  em- 
ployers have  no  control,  the  said  hours  of  employment  may  be  in- 
creased, to  meet  such  contingencies,  but  in  no  event  shall  such  em- 
ployees work  more  than  a  total  of  44  hours  per  week  averaged  over 
a  period  of  four  (4)  months  without  the  payment  of  overtime. 

(b)  The  maximum  hours  fixed  in  the  foregoing  paragraph  (a) 
shall  not  apply  (1)  to  guards  and  watchmen  employed  at  night  to 
safeguard  securities  or  assets  (provided  such  guards  and  watchmen 
do  not  work  more  than  six  (6)  days  each  week),  or  (2)  to  partners 
in  any  copartnership,  or  (3)  to  outside  salesmen,  or  (4)  to  employees 
in  a  managerial  or  executive  capacity  or  in  any  other  capacity  of 
distinction  or  sole  responsibility  who  receive  more  than  $35  per  week. 

(c)  No  employee,  except  outside  salesmen  working  solely  on  a 
commission  basis,  shall  be  paid  (1)  less  than  $16  per  week  in  any 
city  of  over  2,000,000  population;  (2)  less  than  $15  per  week  in  any 
city  between  500,000  and  2,000,000  population;  (3)  less  than  $14.50 
per  week  in  any  city  between  250,000  and  500,000  population  ;  (4)  less 
than  $14  per  week  in  any  city  between  2,500  and  250,000  population; 
and  (5)  in  any  town  of  less  than  2,500  population  all  wages  of  em- 
ployees shall  be  increased  by  not  less  than  20%  provided  that  this 
shall  not  require  the  payment  of  wages  in  excess  of  $12'  per  week; 
provided,  however,  that  where  a  State  law^  provides  a  higher  mini- 
mum wage  than  is  provided  in  this  Code,  no  person  employed  within 
that  State  shall  be  paid  a  wage  below  that  required  by  such  State 
law. 

{(l)  All  employees,  except  employees  mentioned  in  paragraph  (6) 
above,  if  employed  for  more  than  a  total  of  44  hours  per  week  aver- 
aged over  a  period  of  four  (4)  months,  shall  be  paid  for  all  such 
excess  time  oi  employment  at  the  rate  of  133i/fj%  of  the  regular 
hourly  rate  at  which  such  persons  shall  then  be  employed ;  but  re- 
gardless of  the  calculaticm  of  such  overtime  averaged  over  a  four 
months'  period,  all  such  employees  if  employed  for  more  than  48 
hours  in  any  one  week  shall  be  paid  for  such  time  in  excess  of  48 
hours  at  the  rate  of  133V^%  of  the  said  regular  rate.  The  amount 
paid  for  overtime  for  any  weekly  period  shall  be  credited  on  the 
amount  of  overtime  paid  at  the  end  of  any  four  months'  period,  and 
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in  computing  the  amount  of  overtime  to  be  paid  as  herein  provided 
the  regular  hourly  rate  at  which  any  person  shall  be  employed  shall 
be  determined  by'dividing  the  amount  per  week  which  he  shall  regu- 
larly be  paid  by  40. 

(e)  The  wages  of  employees  (except  employees  mentioned  in  the 
foregoing  subdivisions  (2)!,  (3),  and  (4)  of  paragraph  (6))  being 
paid  on  September  1,  1933,  in  excess  of  the  established  mmnnum 
shall  not  be  decreased,  notwithstanding  that  the  hours  worked  in  such 
employment  may  be  hereby  reduced. 

Article  III — Administration 

(1)  To  cooperate  with  the  Administration  in  the  administration 
of  this  Code  there  is  hereby  constituted  an  Investment  Bankers  Code 
Committee.  Such  Committee  shall  consist  of  three  members  ap- 
l^ointed  by  the  President  of  the  Investment  Bankers  Association  of 
America;  two  members  chosen  by  a  fair  method  approved  by  the 
Administrator  to  represent  employers  not  members  of  the  Invest- 
ment Bankers  Association  of  America ;  and  a  representative  or  repre- 
sentatives without  vote  appointed  by  the  President  of  the  United 
States.  The  five  voting  members  of  said  Committee  shall  be  ap- 
pointed or  chosen  from  assenting  employers. 

(2)  The  Investment  Bankers  Code  Committee  herein  provided  for 
shall  be  the  representative  body  from  the  employers  subject  to  this 
Code,  to  act  on  their  behalf  in  the  administration  and  enforcement 
of  this  Code,  and  shall  have,  in  addition  to  the  specific  powers  herein 
provided  for,  all  general  powers  necessary  for  such  administration 
and  enforcement;  such  general  and  specific  powers  shall  be  at  all 
times  subject  to  the  right  of  the  Administrator  to  veto  or  modify  any; 
action  taken  by  such  Committee. 

(3)  The  Investment  Bankers  Code  Committee  may  from  time  to 
time  appoint  such  committee  or  committees  as  it  may  deem  necessary 
or  proper  to  carry  out  its  powers  and  duties  under  the  Code  and 
may  delegate  to  any  such  committee  such  of  its  powers  and  duties 
as  it  may  deem  necessary  and  proper  to  effectuate  such  purposes. 
The  representative  or  representatives  appointed  by  the  President  of 
the  United  States  shall  be  given  notice  of  all  meetings  of  any  com- 
mittee or  committees  appointed  by  the  Investment  Bankers  Code 
Committee  and  shall  have  the  right  to  participate  without  vote  in 
the  activities  of  such  committee  or  committees. 

(4)  The  Investment  Bankers  Code  Committee  may  from  time  to 
time  present  to  the  Administrator  recommendations  which  will  tend 
to  effectuate  the  administration  of  the  provisions  of  this  Code  and 
the  i)olicies  of  the  National  Industrial  Recovery  Act. 

(5)  In  order  to  keep  the  President  of  the  United  States  and  the 
Administrator  informed  as  to  the  observance  or  nonobservance  of  this 
Code,  each  employer  shall  prepare  and  file  with  the  Investment 
Bankers  Code  t\:)mmittee,  at  such  time  and  in  such  mai^.ner  as  said 
Committee  may  prescribe,  statistics  covering  the  nuini;:'  of  persons 
emplo3'ed,  wage  rates,  hours  of  v,-orking,  and  such  other  data  or 
information  as  the  Investment  Bankers  Code  Conmiittee  may  require, 
provided  such  other  data  or  information  shall  also  be  required  by  the 
Administrator.  All  information  so  furnished  shall  be  treated  as 
confidential  and  used  only  for  the  sole  purpose  herein  set  forth. 
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(G)  The  expenses  of  ad  ministering  this  Code  shall  from  time  to 
time  be  oquitahly  assessed  and  collected  by  the  Investment  Bankers 
Code  Committee  from  eniployeis  assenting;  to  this  Code  in  accord- 
ance with  a  plan  to  be  approved  by  the  Administrator;  but  no  such 
employer  shall  be  liable  for  any  })ayment  in  excess  of  said  assessment. 

(7)  Any  employer  may  voluntarily  assent  to  this  Code  by  signing 
and  filing  his  assent  with  the  Investment  Bankers  Code  Committee, 
No.  33  South  Clark  Street,  Chicago,  Illinois. 

Article  IV — Fair  Trade  Practices 

Within  90  days  after  the  approval  of  this  Code,  the  Investment 
Bankers  Code  Committee  shall  submit,  in  accordance  with  the  pro- 
cedure set  forth  in  paragraph  (1)  of  Article  V,  supplementary 
provisions  relating  to  fair  trade  practices. 

Article  V — Amendments  and  Termination 

(1)  Any  employer  assenting  to  this  Code  that  may  hereafter  desire 
to  have  the  Code  amended  or  any  supplementary  provisions  added 
shall  take  the  following  procedure :  Propose  the  amendment  to  the 
Investment  Bankers  Code  Committee  which  shall,  if  a  majority  of 
the  Committee  shall  approve  the  proposed  amendment,  submit  it  to 
a  meeting  of  the  employers  assenting  to  this  Code  especially  called 
for  that  purpose  upon  due  notice;  and  if  at  any  such  meeting  a 
majority  of  such  employers  shall  be  present  or  represented  and  if 
a  majority  of  such  employers  as  are  present  or  represented  at  said 
meeting  shall  vote  in  favor  of  the  adoption  of  such  proposed  amend- 
ment, such  amendment  shall  be  submitted  by  the  Investment  Bankers 
Code  Committee  to  the  President  of  the  United  States  for  approval, 
and  such  proposed  amendment  shall  take  effect  as  a  part  of  this  Code 
upon  such  approval  thereof  by  the  President  of  the  United  States. 
Employers  voting  on  such  amendments  as  above  provided  may  vote 
in  person,  by  proxy  in  writing,  or  ma}^  vote  in  writing  without  being 
personally  present. 

(2)  Tliis  Code  shall  continue  in  effect  as  long  as  the  National 
Industrial  Recovery  Act  shall  be  in  effect,  but  in  no  event  after 
June  16,  1935,  and  shall  in  all  respects  b?  subject  to  the  provisions 
and  conditions  of  the  National  Industrial  Recovery  Act. 

(3)  This  Code  and  all  the  i)rovisions  thereof  are  expressly  made 
subject  to  the  right  of  the  President  of  the  T'nited  States,  in  accord- 
ance with  the  provisions  of  sub^^ction  (b)  of  secticm  10  of  the  Na- 
tional Industrial  Recovery  Act,  from  time  to  time  to  cancel  or 
modify  any  order,  approval,  license,  rule,  or  regulation  issued  under 
Title  I  of  the  National  Industrial  Recovery  Act,  and  specifically, 
but  without  limitation,  to  the  right  of  the  President  of  the  United 
States  to  cancel  or  modify  his  approval  of  this  Code  or  any  condi- 
tions imposed  by  him  upon  his  approval  thereof. 

Article  VI — Effective  Date 

This  Code  shall  become  effective  on  the  second  Monday  after  its 
approval  by  the  President  of  the  United  States. 

Approved  Code  No.  141. 
Registry  No.  1707-04. 
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